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Henorakle Vernon A, Williams, Secretary
Zurface Transwortation Board
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Washington, D.C. 20423
RE: STR Finance Docket No. 34992, Itasca County Regional Rail

Authority - Construction of a Line of Railroad in Itasca
County, MN, Petition for Exemption

Dear Mr, Williams:

Pursuanc to 49 U.5.C. 1¢E32, I am submitting cn bepals of
vhe Itasca County Regicnal Rail Authcority, an criginal and ten
copies of & Petition for Exemption Ircm the provisicons of 4€
U.sS.2. 10901 for construction of a new line of railrcaa in Itasca

County, MN, Along with the Petition, T am enclosing a £iling fee
check payable to the Board for $62,%00, a letter reguesting a fee

i

waiver, and a computer disk contzining this filing in MS Word.
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BEFORE THE ‘
SURFACE TRANSPORTATION BOARD

STB Finance Docket No. 34992
ITASCA COUNTY REGIONAL RAIL AUTHORITY
~~ CONSTRUCTION OF A LINE OF RAILROAD --

' IN ITASCA COUNTY, MN

PETITION FOR EXEMPTION
UNDER 49 U.s.C. 10502

I. INTRODUCTION

Pursuant to 49 U.S.C. 10502, the Ttasca County Regional
Rail Authority ("Itasca” or "Petiticner"), a political
subdivision and noncarrier, seeks an exemption from 49 U.5.C.
10901 permitting 1t to construct a new line of railroad
(hereafter "the Line"). Once constructed, the Line will extend
approximately 9 miles’ from a connection with an existing rail
line at Taconite, MN, to the site of a new steel mill to be
built by Minnescta Steel Industries LLC (“Minnesota Steel”)at
Nashwauk, MN, all lccated in Itasca County. Itasca intends to
enter into a contract with an existing, experienced short line

railroad to provide common carrier rail service over the Line to

As of the present time there are no mileposts.
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all present and future customers. The purpose of the proposed
construction is to enable Itasca’s short line railroad to
provide service to the steel mill and any other customers that
choose to locate on the Line. A series of maps depicting the
Line and its relationship to rivers, highways, and other
railrocad lines in the area are attached hereto as Exhibits A-C.

In support of its proposal, Petitioner submits as Exhibit D
the Verified Statement of its Project Coordinator Ronald
Dicklich (hereafter “Dicklich VS8") and as Exhibit E a support
. letter from Minnesota Steel, the major new shipper.

The exemption would be subject te completion of an
environmental review by the Board's Section of Environmental
Analysis ("SEA™). TFor the reasons stated herein, Petitioner
seeks expedited consideration with a decision requested by

December 31, 2007.

IT. FACTUAL BACKGROUND

Fetitioner is a regional rail authority and political
éubdivision established in Itasca County under Minnesota law for
the purpose of owning, constructing, and operating railroads in
Itasca County. Minnesota Statutes 2006, chapter 398A. Itasca
County is a rural area in need of economic developnent in the
“Iron Range” area of northern Minnesota located approximately 80
miles northwest of Duluth and approximately 205 miles northwest
cf Minneapolis. With the county seat located at Grand Rapids,

MN, Itasca County has a population of approximately 44,000



people. Itasca County’s principal economic activities consist
of logging, pulp, paper, iron mining, farming, and tourism.
Itasca 1s a noncarrier because it does not currently own or

operate any rall lines or facilities of any type. Dicklich V35

Ttasca seeks to bulld this rail line to attract new
industry to the area. Dicklicnh VS at para. 5. In that
connection Minnesota 5teel hase decided to locate a new steel
mill along the proposed Ling in the county at Nashwauk due to
its proximity to taconite deposits. See, Minnescta Steel

letter, Ex E. Itasce hopes and believes that this £

cility will
serve as a magnet Lo abttract other industrial concerns Chat
woulod Likely use rail. The steel mill site is ddentified as
being within an industrial corrider of Itasca County. Itasca
does not intend to operate the Line dtself. Dicklaich V& at
para. .

Az noted above, Itasca will contract out operation ¢f the
Line o & gualified common carrier class 117 shorb line
railreoad. Id. Itasca had issued an RFF to solicit cperating
proposals from prospective short line railroad operators and has
selecred two finalists from the list of bidders. Itasca
anticipates negotliating an operating agreement with cone cf these
two carriers but will, as owner of the Line, retain a residual

common carrier obligation. Id.



Az evidence of public need, Petitioner submits a letter of
support from Minnesota Stesl describing the proposed plant and

Minnesota Steel letter, Ex. E.

need for ralil service.

It anticipates that local government officials may submit
additiconal letzers of aupport under separate cover. Local
officials are excited akout the industrial developmant prospects
the rail line brings to the area, both for Minnescta Steel and
for industrial develeopment generally in this sparsely populated
area. Local planners see rall service as the key to industrial
development. Dicklich VS at para. 7. .

ITI. A DESCRIPTION OF THE
PROPOSED LIME AND PLANHNED OPERATIONS

The subject rall lins would bkegin at Taconite, MN, at the
intersection of the Line with an existing railroad line that
extends between Grand Rapilds and Forbes, MN, via Hdikbbing. This
line is owned in part by BNSP Railway, Inc, (TENSE”) and in part
sy the Canadlian National Railway Company {“CN"), with both
carriers cperating over the line. Itasca and its short line
operator will have access 1o both class 1 rallroads, Dicklich
V& at @,

Patitioners will be considering several 3iternative right
of way alignments inciuding some utilizing railroad rights of
way that were abandoned years ago. Tha right of way alignments

will diverge from the BNSF/CN line in a northwesterly direction



with a “wye” track connsction to the BNEF/CHN lLine facing in an
gasterly direction (towards Hibbing). The right of way
alignpments will proceed over land that is generally flat towards
the Minnesota Steel plant site. The right of way alignments
will generally be at least 100 feet wide. On the west end
(facing towards the BNSF/CN connection) the right of way will be
wide enough to accommodats at least three long interchange and
storage tracks. Eeading northeast towards Nashwauk, those
tracks will converge to form a single track line to the
Minnesota Steel which will have a small rail vard inside 1its

faecility. The right of way alignments will be built on land

owned in large part by Minnes The prop

way alignments will traverse xa of abandened iron ore

mines, overburden piles, and tailings basin. There will be no

crossings of any public highways and no crossings of other
railroads. Itasca anticipates that the Line will have five

tvate ol The Line will nolt <ress anv nennavigable

5

waterwavs. It is currently unknown whether there are any anlmal

or plant species potentially affected by this project. To the
best of Petitlioner’s knowledge the proposed right of way
alignments do not traverse any ancient Indian burial grounds,

archeoclogical sites, unique land forms, or federally owned

lands., Dicklich Vs at &,

o



Regarding environmental impacts, Petitioner beliswves this

project will be very beneficial., In response to bthese

s on

that the environmental

inguiries
its proposed constructlon project will be minimal. The subject
area 1s an attalnment area. Basad on information supplied by

Minnesola Steel, Itasca anticipates that the line would handle

about 30,000 carloads and three million tons annually. Itasca’s
designated short line rallroad will move this traffic utilizing

one train making a single daily roundtrip, at 70-90 carloads per

brip, 7 days per week, Comnmeditles handled will include inbouna

miscellanesus chemicals and outbhound steel slabs and taconite
pellets, See, Minnesota Steel letter, Ex. E. This tralfic

rgwresents new business, wnlch, but for the rallroad, would move

Ttasca believes that the utilizaetion

by truck over local ¢

of rail inst of truck will promote energy conservation and
reduce alr and noise pollution. Furthermore, local officials
believe that use of rail will improve highway safety and reduce

traffic congestion, The principal area highways, specifically

Highways 16% and 6%, could not handle the additiconal truck

that the Minneso Steel plant will genervate. Diclich

Vinooan para. 9.
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A GRANT OF THIS EXEMPTTION IS5 REQUIRED

-

Patitioner sesks an exempbion under 49 U.5.C. 10502 from 49

o500, Lo nine miles

J1 oto permif 1t to construct approximatl

of new rallroad to serve the Minnesota Steel plant. As
percinent, $10901(a) providas that a persen may construact an
axtension to any of its rail lires or construct an additional
rallroad line only if the Beoard issues a certificate authorizing
such construction. Forthermore, bthe 1995 revislon to $S10901 ()
cdirects the Board to lssue a cerbificate authorlizing
construction unless 1t finds that such construction would be

sity. Board

gstalblishes a clear presumptilon favoring [emphasis

ion, LLC =

supplied] construction proposals. Midwest Geners

mption From 49 U.8.C. 10%01 -~ For Construction in Will

County, IL, STB Finance Docket WNo. 34060, slip op. at 7-9%

rved March 2i, Z002).

Moreover, while the proposed construction would be subject

to approval under the formal reguirements of 49 U.S5.C. 10801 and
the related regulations, the Board has generally allowed smaller
construction proposals such as that here to utilize the

individual exemption procedures of 49 U.5.C. 10502 to cobiain



approval. Under $1050Z(a), Congress intended for the Board, 1n
a matter related to & rall carvier providing rail transportation
subtect To its jurilsdiction, o exempl a person, class of
persons, transaction or service whenever 1t finds that the

application of a provision of this subtitle - (1) is not

necessary to carry out the kransportation policy c¢f $10101a of
this title; and (2) either (&) tha ftransacticon or service 1s of
limited scope, or (b) .the application of a provision of this

subtitle is not needed to protect shippers from the abuse of

méerk

LoWea .

The legislative history behind 10505 [the predecessor
action to tne current 1020%] makes glear Congrass' intent that
Fhe Interstate Commerce Commlssiorn and (now the Boardl use itse

exemption authority liberally to free certain transactions and

services from the administrative and financial costs associated

with continued regulation. In discussing the exemption powers

o

of the Board's predecessor -- the ICC -- the Staggers Act

legislative history stales:

underlying this provision tThat
le Co has bean able to identify broad
areas of Commsrcs where I ced regulation i3
wlearly warranted, the Commission 13 more capable
through the administrative process of eyamining
specific regulatory provisions and practices not
vet addrassed by Congress to determine where they
can be deregulated consistent with the policies
of Congress. The conferses expect that,
consistent with the policies of this Act, the
Commission will pursue partial and complete

®
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exenpticons from remaining regulation.

H.oR. Rep. No. 96-1430, 96th Cong. 2Zd Sess. 105 (1980);

amption from Requlstion--Boxcar Tr -, 367 I.C.C. 424,

vacated and remanded on other grcounds, Brae Corp. v,

1284y . This

United States, 740 F.2d 1023 (D.C.

applies equally to the Beard as the ICC's successor.
Exenption of the proposed construction from $10%01 is

[

exactly the type of minor transaction Congress contempla when

herse fal

it enacted §10502. The transaction propos sgquarely

within the four corners of $10502 and its predecessor statute.

Indeed, with the enactment of the ICC Termination Act of 1995,

Board policy clearly favo the approval of short railzc

35

T Lo . ok g0, Lllis County
I ! X

construction projects by exe

Rural Rail Transportation District -- Construction and Operation

Exemption -- Ellis County, TX, STB Finances Docket No. 33731,

(served Felk. 1%, 2000) {(hereafter Ellis County):; Pemiscof County

Port Authority - Construction of a Line of Railroad - In

Pemiscot County, MO, STB Finance Docket No. 34117 (served July

2, 2002) (hereafter Pe and Southwest Gulf Rallroad

any -~ Consbruction Ancd Cperation Exemption - Medina County,

T¥, STFE Finance Docket MNo. 34284 {sevved May 19, 2003) {(hereafter
’ b4 .

A. Aoplicevion of §10%201 is Not Necessary to
Further National Transportation Policy

Regquiring Petitioner to comply with the formal requirements

of §10901 is not necessary to carry out the transportation

10



volicy of 4% U.3.C, 10101a, That section, originally added to
the Aot by the Staggers Rall Act amendments and incorporated

inte the ICC Terminaticn Act, represents Congress' most recent
gxpression of rail transportation policy. 0Of these, a grant of

the petition would satisfy subsections (2) and (7)) by minimizing

leral re

qulatory control over and granting expedited
consideration of Petitioner's request to construct a short nine
mile long rail line., It would also satisfy subsecticons {4) and
(%), by providing & shipper lacking direct rail access the

option of raill transportation, ensuring the development of a

sound transportation system with effective competition and
coordination between railroads and other transportation modes,

and fostering sound esconomic cenditions in the transportation

industzy,  Sees, e.g., Ellis County and Southwest, supra; and

Alamo North Tewxas Rallroad Corporation-Constroaction and

/!

Operabion Exempbion-Wise County, STB Finance Docket No. 34002

New, &, 2001) (hereafter Of partioular

nos Lo Teasca County, & grant of ohis exempiion would

promete transportation safety by removing numsrous trucks from
area Nighways, thereby enhancing highway safety. Finally, a
grant of this exempbilon would satlisfy subsectlon(l4) by
promoting enaergy conservation through increased use of energy

efficient rail transportation.

B. The Transacticn Is Cne of Limited Scope

The transaction unguaesticonably satisfies the limited s

Bpe
vest of §10502(a). The proposed trackage is but nine miles

lon of Minnesota.

Llong, in a wvery sparsely populated

11



The Line would initially serve one major customer, Minnesota

1, as well as such other customers that may locate on the
line in the future. Petitioner believes the Line will handle
about 30,000 carleads cf freight annually after construction.
By oany meéasuremnent bhe Beard chooses to use, this construction

proposal is olearly limited in scope within the meaning of 49

U.5.¢, 10802a) {2y {Ay. A finding to that effect would bhe
gongistent with -- and is indeed required by -- the relevant

facts of this case and relevant precedsent. See, e.g., Ellis

County, supra (4.8 miles of new construction), Pemiscobt, supra

(% miles), Alamoc, supra (2.25 miles), and Southws supra (7

mil=s),

. ﬁpnll tion of S10801 is Not Necessary
@t ohlpp&rﬁ from Bhuse of Mapket Power

Becauss Lhis transaction satisfiles the limited scope test

of £10502(¢a), Petiticner does not need tvo show that Lt also

mests Lhe alternative test that there is no opportunity to

axposse shippers to abuse of market power. But even if the

limited scope fest were not satlisfiled, the exemption sought

herein would still be warranted by virtue of §10502 (a) (2) (B)
inasmuch as the subject railroad will offer an additional form

of modal competition to the shippers. See, Alamo and Southwest,

In fact, this case is similar to both Alamo ancd

because .all three cases involve proposals to construct

rew rail lines to provide direct rail service to shippers that

would otherwise be dependent sclely on truck or truck/rail



transleoad service for their transportation needs. Moreover,

18 where the

mhis case involves facts similar to those in
Board authorized a county rural rail transportation district in
Texas to construct & short (4.8 mile) rail line to connect an

incustrial park already served by BNSF with & line of the Union

Eailroad.

V. LAPEDLTED HANDLING REQUES

Pevivioner Itasca reguests that the Board expediticusly

consider and grant its proposal. Any unr nable delay could
adversely affect its ability to provide rail service for the

Minnesota Steel plant. Dicklich VS at para. 10; Minnescta 3Iteel

letter, Ex. E. In support therecf, Minnesota Steel has informed
Petitioner that it needs to have raill service available by June

1, 2009, when it expects to begin generating ocutbound freight.

Acoordingly, Petitlioner reguests that the Board grant its

ctive on or before December 31, 2007,

petition for exemption efie

50 that 1t can conplete construction of the Line by June 1,

Itasca has reviewed other fairly straight forward

construction proposals such as those filed in Ellis County,

Ferndsoot, Alamo, and Southw ., and found that the time required

from the date of £iling the petition to the date of the final

decision ran between © and 16 months. IThasca has no reason Lo

believe that the RBoard would require substantially more tims
here.

In anticipation of filing this Petition, Itasca has worked

ently te 1) cbtain a waiver of the six months prefiling

13



o

notice which was granted by the Bpard's Section of Environmental
Analvsis (SZA) in a letter dated Februaxry 12, 2007, ) engage
Sthe FKansas City-based environmental consulting firm of Burns and
McDonnell as its third party environmental consultant, 3) have
the SEA approve the engagement of Burns & McDonnell which it did

on February 12, 2007, and 4) obtain the support of County
officials and local community leaders. ltasca commits to giving
Hobh Burng & MCDonnell and the SEA i1ts full coopsration to allow
them to meove this proedect along as guickly as possible.
VI. CONCLUSION

Accordinglf, the Itasca County Regional Rail Authority
regquests that the Beard expeditiously grant it an exemption from
the provisions of 49 U.S.C. 10801 to permit it to construct a
new line of railrcad. That line will run from the connection
with an existing rail line of RBNSF Rallway, Inc., and Canadian
National Railway at Taconite, MN, to the site cof a new steel
mill to ke built by Minnesobta Steel at Nashwauk, MN, & distance

of approximately nine miles located in Itasca County.

Regpectfully submitted,

e (

John D
John DL He:
1920 N St
Suite 00
Washington, D.C. 20036

Telephone: (202) 2634180

Frer, PLLC
LW

Counsel for Petitloner

DATED: March 9, 2007
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EXHIBIT D



FEHT

VERIFIED STATEMENT OF
RON DICKLICH

Ron Dicklich, peing duly sworn, depos anc states as

follows:

1. My name is Ron Dicklich. 15

P.O. Box 705, Bahl, MN 55713, I am an
independent consultant emploved on a variety of
projects by Itasca County and other municipal

itical subdivisions in

and pc

northarn Minnesota. Currently, I have been
engaged by the Ttasca County Reglonal Rail
Authority {(“Itasca”) to serve as Project
Coordinator for Itasca’s rallroad constructlon
project that is bthe subject of this petition with
the Surface Transportation Board (5TB). As
relevant hare, I have over 17 years of experlence
with a variety of state and local government
irdustrial and sconomic development projects.

Prior To thaft, T served as a member of the

Minne ate represanting a district in

northern Minnesobta.



In my role with Ttasca, I am the individual with

the day to day responsibility for developing the

industrial site in the county that is the subject
of this petition. T was deeply involved in bthe
cdiscussions, negotiations, and arrangemsnts with
Minnesota Steel about locating their plant in
ITtasca County. Planning for this project
included making necessary arrangements for
utilities and transpeortation to serve the plant.
With the vast majority of the plant’s traffic

moving by rail, tho: arrangemants included the

neaed to build and operate a new rail line.
connecting with an existing rail line and

7

corporate manager responsible for the permitoing,

design, construction management, and start up of
rail service on the proposed new rall line.
Ttasca is a regional rall authority and political
gubdivision established in Inaﬂcé County under
Minnssota law for the purpose of owning,
constructing, anc operating railroads in Itasca

County. Minnesota Statut 20046, chapter 39E&

Itasca County is a rural area in need of economic
development in the "“Irecn Range” area of northern

Minnesota located approximately 20 miles



northwest of Duluth and approximately 205 miles
northwest of Minneapolis. With the county seat

located at Grand Rapids, MN, ITtasca Counbty has a

population of approximately 44,000 peoples,

ITtasca County’s principal economic activities
consist of logging, pulp, paper, lron mining,
farming, and tourism. 1T ar advised that Itasca
iz a “nencarrier” for STE regulatory purposes
because 1t does nobt currently own or operate any
rall lines or facilities of any tvpe.

County is ore

As relevant, ITtas

sently braversed
by an existing railroad line that extends betwesn
Grand Rapids and Forbkes, MN, via Hibbing. This
line is owned in part by BNSF Railway, Inc.

Canadian Nabtional

(MENIEY) and In part by
Railway Company (“CHN7), with hoth carviers
cperating over the lLine. Ths proposed rail lins
will connect with the joint BNSF/CN Line at a
point east of Grand Rapids known ags Taconite.

Trhasca seeks to bhulld this rail line Lo attrach

new dndustry te the area. In that connectilon

ided to locate a new =

Minnesota Steel has ¢

mill along the proposed Line in the county at



6.

deposits. Itasca hopes and belleves that this

othear

facility will serve as a magnet Lo attr
industrial concerns that would likelf use rail.
The steel mill site is identified as being within
an industrial corridor cof Ttasca County.

Rather than operate the Line litself, ITtasca will
contract cut the operaticn to a qualified common

carrier class III short line railroad. Howevery,

as the owner of the Line, it is my understanding

that Ttasca will retain what the STBR calls a

“residusl common carrier ckhligation” with resps

to the Line., Itasca had issuved an RFPF to solicit

operating proposals from prospective short line
railroad operators and has selected two finalists
From the List of bidders. Itasca anticipates
negotlating an operating agreement with one of

these two carriers during the coming months.,

As evidence of public need, Itasca submits with

its Petition a letter of support from Howard W.

Hilshorst, Bxecubive Vice President for Minnssota
Steel, describing the proposed plant and its need

for rail service. Ttasca anticipates that local

government. officials may submit additional

letters of support under ssaparate cover. Local



officials are exclted about the industrial

development prospects the rail line brings to the
area, both for Minnescota Steel and for industrial
development generally in this sparsely populated
area. Local planners see rail service as the key

to industrial development.

As note above, the subkject rail line will begin

Taconite, MN, at the connection of the Line to

o
o
T

the existing BNSF/CN rail line between Grand
Rapids and Forbes, MN, via Hibbing. Itasca and
its short line operator will have access to both
class I railroads. Itasca’s consultants will be
considering several alternative right of way
alignments including some utilizing rallroad
rights of way that were abandoned years ago. The
right of way alignments will diverge from the
BNSF/CN line in a northwesterly direction with a
“wye” track connection to the BNSE/CN lLine facing
in an easterly direction (towards Hibbing). The

right ¢f way allgnments will procesd over land

Steel plant site. The right of way alignments
will generally be at least 100 feet wide. On the

west end (facing towards the BNSF/CN connection)



the right of way will be wide enough to.

accommodate at least three long interchange and

storage L Heacding northe towa
Nashwauk, those tracks will converge to form a
single track line toe the Minnesota Steel which
will have a small rail vard inside 1ts facility.
The right of way alignments will be bullt on land

owrned in lerges part by Minnescota Steel. The

proposed right of way alignments will traverse an

area of abandoned iron ore mines, overbur
piles, and tailings pasin., There will be no
crossings of any public highways and no crossings
of other railroads. Itasca anticipates that the
Line will have five private crossings. The Line
will not cross any nonnavigable waterways. Tt is
currently unknown whethery Chere are any animal or
plant species potentially affected by this
prmj@ct. To the hest of my knmwlédqe fhe

propesed right of L braverse

any anclent Trdian burial grounds, archeo! Loal
sites, unigue land forms, or fsderally owned

lands.

The traffic generated by Minnesota Ste

those other shipp who choose to locate on the

6



Line represent new business, which, but

railroad, would move by truck over local roads.
itasca believes that the utilization of rail

instead of truck will promote energy conservatilon

and reduce air and noise pollution. Furthen
local cofficials beiileve thab uveg of rail will
improve highway safety and redoce traffic
congestion. The principal area highways,
speciflically Highways 169 and €5, could not
handle the additional truck traffic that the

Minnesota Steel plant will generate.

For the reascn clted in the Petition and the
accompanying letter of support furnished by

Minnesaoba Steel, I respectfully reguest that The
E b ;

ETHE consider and expeditiously grant Itas

]

Jacenber 31, 2007, =0 that

s

petition by

construction can begin promptly.



LMar-09-2007 11:33am  From=|TASCA CO ATTY'S OFFICE 2183270808 T=117  P.002/002 F-9EQ

Under 28 USC 1746, the following language converts any
statement into a verified statement, eguivalent to a
statement made under ocath, and evidentiary in all federal
agency proceedings otherwise requiring affidavits or other
verification:

"pursuant to 28 U,$.C. 1746, I declare and verify under

penalty of perjury under the laws of the United States of
Pmerica that the foregoing is true and correct.

GZ«WLO—J

Executed on: XG0/

[signature]



EXHIBIT E
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MINNESOTA STEEL  .....on

2550 University Avenue,
Suite 2445

St. Pal, Minnesotn 55114
Fhone: 631-209-7707

Fax: 651-209-6674
stpaulf@minnesatnslee) com

R — Hibbing Qffice:
s b of af o 555 West 27" Sireet
s TE E L Hibbing, Minnesota $3746
w N r A~ Phone: 218-263.-333 1
s 218-162-3460

Marquelte Office:

214 Morth Front Street

First Floar

Murgueette, Michigan 49835
Phone: 906-228-T960

Fax: $06-325.2499

March &8, 2007

Honorable Vernon A. Williams, Secretary
Surface Transportation Board

395 E Street, S.W,,

Washington, DC 20423-0001

RE: STB Finance Docket No. 34992, Itasca County Regtonal
Rail Authority — Construction and Operation of a Line
Of Railroad in Itasca County, MN

Dear Secretary Williams:

I am writing in my capacity as Executive Vice President of Minnesota
Steel Industries LLC in connection with the above-captioned proceedmng.
Minnesota Steel wholeheartedly supports this project and requests that the
petition filed by the Itasca County Regional Rail Authority (Itasca) be
granted on or before December 31, 2007.

Minnesota Steel is a newly established company incorporated in the
State of Minnesota for the purpose of building and operating a vertically
integrated iron muning through steel mill facility. Minnesota Steel was
formed in the year 2003 by investors who own a significant portion of the
ore body to be mined. As a veteran of over 30 years of experience in the
mining business, Minnesota Steel has employed me to oversee the
construction of and, once built, 10 manage this new facility.



This plant is Minnesota Steel’s first fully integrated mining through steel
facility. The company chose this location because of its proximity to
substantial taconite reserves (1.4 billion tons). Taconite 1s an iron ore and is
the basis of the manufacture of iron and steel.

Currently, Minnesota Steel is well along in the process of planning
and designing its new plant at Nashwauk, about 9 miles east of Taconite and
20 miles east of Grand Rapids, MN. Minnesota Steel has met all
requirements and is currently in the final processes of obtaining all permits
necessary for this project including the issuance of a favorable
Environmental Impact Statement. As soon as those plans are complete (the
expectation for permit issuance and financial close is early summer 2007),
Minnesota Steel will clear the land at the plant site and begin plant
construction. [ anticipate the plant and all related facilities should be
complete and ready to begin operations in early to mid 2009, at which time it
will need rail service.

Because of the adjacent Taconite reserves, Minnesota Steel’s plant
will have very moderate need for inbound truck or rail shipments. The mill
will process the taconite ore with limestone and natural gas to produce steel
slabs and taconite pellets for which it will need outbound transportation.
Due to the capacity of local roads as well as economic and environmental
considerations, outbound traffic is best suited for rail movement. Minnesota
Steel anticipates shipping about 30,000 carloads (three million tons of
outbound freight) annually. Itasca’s designated short line railroad will move
this traffic utilizing one train making a single daily roundtrip, at 70-90
carloads per trip, 7 days per week. These products will move in interstate
commerce to the Port of Duluth MN, Chicago IL., Detroit MI among other
destinations. Inbound commodities handled will consist primarily of
miscellaneous chemicals used in the production process. In alt likelihood,
these commodities will originate in lowa, Pennsylvania, Minnesota, Illinois
and other states.

I understand that Itasca County has asked the STB to expedite the
handling of its Petition. Minnesota Steel is working diligently on the design
and construction of this facility. It will be a major new employer in the
region and a significant source of economic development generally. Once
this plant is fully operational by the spring of 2009, rail service will be
critical to its success. For the reasons identified in Itasca’s STB filing,
highway transportation is not suitable. Local roads simply can’t bandle the
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traffic volumes that the plant will generate along with the adverse affect on
the condition of area roads. Accordingly, I respectfully request that the STB
promptly grant Itasca’s petition.

Smcerely, ﬂ]/

Howard W. Hilshorst
Executive Vice President
Minnesota Steel Industries
218-263-3331




